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Executive Summary 
Customs administrations have seen a dramatic increase in their workload, as trade volumes increase 

worldwide. To facilitate this continually growing movement, Customs administrations have had to 

introduce innovative approaches to facilitate trade while ensuring, through managing risk, that those 

entities that are compliant are rewarded. 

 

The Authorized Economic Operator (AEO) program is one such initiative supported by the World 

Customs Organization (WCO) which is a trade facilitation program that encourages Customs-to-

Business and Customs-to-Customs partnerships. 

 

By adopting and implementing the AEO program, Pakistan Customs will have an effective means of 

managing regulatory compliance while maintaining a balance between exercising control, facilitating 

trade, and ensuring resources to deal with non-compliance. 

 

Before embarking on such a program, Pakistan Customs must have a strong Post Clearance Audit 

(PCA) system in place to ensure compliance of the AEO program. The PCA function is still in its 

infancy at the Federal Board of Revenue (FBR)/Pakistan Customs and needs to be further developed. 

Staff deployed to PCA must be retained for a minimum period of time (e.g., three years), and trained 

to perform systems based audit, which is defined as a structured examination of a business’ relevant 

commercial systems, sales contracts, financial and non-financial records, physical stock, and other 

assets as a means to measure and improve compliance. 

 

This concept paper has a total of twelve key recommendations for consideration and implementation 

by FBR/Pakistan Customs Director General. These recommendations address the following areas: 

 Enhancing trade facilitation 

 Identifying strengths, weaknesses, opportunities, and threats with regard to implementation 

 Developing an implementation plan for an AEO Program 

 Initiating and sustaining dialogue with trade, the public, press, other Government of Pakistan 

(GoP) Departments, other Customs administrations, and the WCO 

 Human resource policy and staffing levels 

 Training and development 

 Legislation 

 

An eleven phase implementation plan, in line with international best practice, provides a 

comprehensive list of activities to be undertaken and outputs to be achieved within a two year period, 

which is totally reliant on a fully functional operating PCA. 

 

The recommendations and implementation plan included in this concept paper will assist Pakistan 

Customs in reaching their goal in developing and implementing a trade facilitation program. This will 

require time, as the implementation is reliant on other areas. Pakistan Customs should at least start 

building the foundation and aim for implementation within two years. This period will provide adequate 

time to establish a robust and effective PCA system which will give an assurance on entity 

compliance. During the interim period, Pakistan Customs should continue development and 

implementation of processes and procedures which will enhance its role in trade facilitation. 
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1. Introduction 

The concept paper provides an assessment and overview of the current position of Pakistan Customs 

with regard to trade facilitation and the overall objective of implementing a trade facilitation program 

(i.e., AEO). It provides recommendations to assist Pakistan Customs in achieving this objective. An 

overview of the recommendations and benefits is shown at Annex A. The report also includes AEO 

information on its key features, benefits, implementation, and mutual recognition status. Furthermore, 

the report highlights other AEO programs successfully implemented throughout the world. 

 

The analysis is conducted by the USAID Pakistan Trade Project (Project) at the request of the FBR, 

and subsequent concurrence by USAID. The Trade Project’s work plan Activity 2.3.5.1 requires a 

concept paper on the AEO program, for possible implementation to support Customs reform and trade 

facilitation. In addition to this, the concept paper incorporates the following activities: 

 2.3.5.2 – Conduct a gap analysis on trade facilitation arrangements for trading entities by 

Pakistan Customs 

 2.3.5.3 – Develop a roadmap for implementation of AEO 

 2.3.5.4 – Develop a communications and outreach plan 

 

2. Relationship to Other Strategic Documents 
In addition to this document, the Trade project is also supporting the FBR in achieving compliance 

with the International Convention on the Simplification and Harmonization of Customs Procedures, 

also known as the Revised Kyoto Convention (RKC), improving its Compliance Management 

functionality, and performing a gap analysis of the PCA unit. 

 

These technical areas are relevant and will have a substantial impact on implementing a trade 

facilitation program such as AEO. As such, it is recommended that three additional reports produced 

by the Trade Project be used as additional references: 

 The Revised Kyoto Convention Gap Analysis and Roadmap 

 The Compliance Management Gap Analysis and Implementation Roadmap 

 Gap Analysis and Implementation Roadmap for the Directorate General of Post Clearance 

Audit Pakistan Customs 

 

3. Methodology 
To facilitate the writing of this concept paper for the proposed implementation of AEO in Pakistan, a 

gap analysis was undertaken by visiting relevant worksites in Karachi
1
 and Islamabad

2
.Furthermore, 

trade bodies such as the Karachi Chamber of Commerce and Industry
3
, Karachi Customs Agents 

Association
4
, National Trade and Transport Facilitation Committee

5
 and individual Customs Agents 

were also interviewed. 

 

A detailed list of interviewees and technical topics discussed can be found at Annex B. 

  

                                                           
1
 A series of meetings took place from March 3-7, 2014 and April 14-17, 2014 in Karachi with Chief Collector 

Enforcement (South), Collector Appraisement (West) and Additional Collector Appraisement (West), Collector 

Exports, Director Transit, Additional Collector Appraisement (East) and MIS Officer, Deputy Director Training, 

Director and Deputy Director PCA,  Chief Collector Appraisement (South), Director and Deputy Director Reforms 

and Automation. 
2
 Meeting took place with the Director General Post Clearance Audit in Islamabad on April 11, 2014 

3
 Meeting took place in Karachi on April 16, 2014 

4
 Meeting took place in Karachi on April 17, 2014 

5
 Meeting took place in Karachi on April 18, 2014 
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4. An overview of the Authorized Economic Operator Program 
 

4.1 Background 
Customs administrations have seen a dramatic increase in their workload as trade between countries 

increases, and is considered an essential driver for economic prosperity. They are required to achieve 

a balanced approach through risk management and managing compliance and trade facilitation, while 

maintaining control of the movement of goods, means of transport, and people.  

 

The term ‘trade facilitation’ is used by institutions that seek to improve the regulatory interface 

between government bodies and traders at national borders. It is defined by the World Trade 

Organization (WTO) as: “The simplification and harmonization of international trade procedures where 

trade procedures are the ‘activities, practices and formalities involved in collecting, presenting, 

communicating and processing data required for the movement of goods in international trade’ ”.
6
 

 

By introducing risk management as a means of managing compliance, compliant entities can benefit 

from less physical controls, quicker clearance times and simplified procedures, allowing Customs to 

concentrate their resources on non-compliant entities and areas perceived as high risk. The effect 

therefore is punishing those who do not comply and rewarding those that do. 

 

Customs administrations have introduced innovative approaches through development of their own 

concept or product, or in partnership with companies specializing in packages that comprise or are 

developed specifically for risk management, designed to facilitate trade and compliance while 

addressing the needs of the Customs administration when managing risk.  

 

The WCO has designed standards to secure and facilitate the ever-growing flow of goods in 

international commerce. These standards are set in the Framework of Standards to Secure and 

Facilitate global trade (SAFE) which was adopted by the WCO Council in 2005. A vast majority of 

WCO Member administrations have expressed the intention to begin the process of implementing the 

SAFE Framework provisions.   

 

SAFE sets out a range of standards to guide international Customs administrations toward a 

harmonized approach based on Customs-to-Customs cooperation and Customs-to-Business 

partnership. SAFE is based on four core elements: 

1) Harmonizing advance electronic cargo information 

2) Introducing a risk management approach to address security threats 

3) On request of the Customs administration of the receiving nation, the customs administration 

of the sending nation will perform an outbound inspection of high-risk containers and cargo  

4) Definition of benefits that Customs will provide to businesses that meet minimal supply chain 

security standards and best practices 

 

One of the best examples of this partnership can be found between Customs and the private sector 

under the AEO Program which is being successfully implemented worldwide. The SAFE Framework 

defines AEO as: 

 

“a party involved in the international movements of goods in whatever function that has been 

approved by or on behalf of a national Customs Administration as complying with WCO or equivalent 

supply chain security standards. AEOs include inter alia manufacturers, importers, exporters, brokers, 

                                                           
6
 World Trade Organization, (1998) http://gtad.wto.org/trta_subcategory.aspx?cat=33121 (accessed May 20, 

2014) 

http://en.wikipedia.org/wiki/Risk_management
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carriers, consolidators, intermediaries, ports, airports, terminal operators, integrated operators, 

warehouses, distributors”
7
. 

 

The AEO Program enhances the security and facilitation of the international supply chain and 

promotes certainty and predictability in an increasingly competitive global environment. Its objective is 

to provide businesses with an internationally recognized ‘quality mark’ which will indicate their secure 

role in the international supply chain, and indicate that their Customs procedures are efficient and 

compliant. 

 

The essence of the AEO concept can be found in Customs-to-Business partnerships. Operators can 

be accredited by Customs as AEOs when they prove to have high quality internal processes that will 

prevent goods in international transport from being tampered with by: 

 Ensuring the integrity of information 

 Ensuring the integrity of its employee(s) 

 Securing access to its premises 

 

Although the SAFE AEO relates to entities in the context of supply chain security, the precedent 

derives from the WCO’s RKC, General Annex, Chapter 3, which stipulates the following: 

 

For authorized persons who meet criteria specified by Customs, including having an appropriate 

record of compliance with Customs requirements and a satisfactory system for managing their 

commercial records, Customs shall provide for: 

 Release of the goods on the provision of the minimum information necessary to identify the 

goods and permit the subsequent completion of the final Goods declaration 

 Clearance of the goods at the declarant’s premises or another place authorized by Customs; 

and, in addition, to the extent possible, other special procedures such as: 

o Allowing a single Goods declaration for all imports or exports in a given period where 

goods are imported or exported frequently by the same person 

 

Therefore, it is imperative that Pakistan Customs develop its Risk Management systems to meet its 

needs in identifying both compliant and non-compliant trade, implement trade facilitation to meet the 

needs of the traders who are compliant, and ensure that the traders adhere to the minimum 

requirements of any trade facilitation initiative. 

 

4.2 Implemented Programs 

The majority of WCO members have acceded to the SAFE framework and it is expected that most will 

introduce AEO programs. The WCO has produced a document ‘Compendium of Authorized Economic 

Programmes – 2014 Edition’.
8
The AEO Compendium consists of five parts dealing with AEO 

programs based on the WCO SAFE Framework of Standards to Secure and Facilitate Global Trade 

(Part I), Customs compliance Programmes implemented by Customs administrations (Part II), 

Customs administrations’ experiences of working together with other agencies (Part III), Authorized 

Operator scheme of the WTO Agreement on Trade Facilitation (Part IV), and Mutual Recognition 

Agreements/Arrangements of AEO schemes (Part V).This edition of the AEO Compendium identifies 

53 operational AEO programs,10 AEO programs that are to be launched, and 13 Customs 

Compliance programs. 

 

                                                           
7
 Mariya Polner, “Compendium of AEO Programmes,” World Customs Organization Research Paper 

No.8 (July 2010), 6, http://www.wcoomd.org/en/topics/research/activities-and-
programmes/~/media/43AC3326904F4887925CBB339C135BFE.ashx (accessed May 22, 2014) 
8
 World Customs Organization, “Compendium of AEO Programmes,” World Customs Organization 2014 

Edition (2014), http://www.wcoomd.org/en/topics/facilitation/instrument-and-

tools/tools/~/media/B8FC2D23BE5E44759579D9E780B176AC.ashx (accessed May 22, 2014) 

http://www.wcoomd.org/en/topics/research/activities-and-programmes/~/media/43AC3326904F4887925CBB339C135BFE.ashx
http://www.wcoomd.org/en/topics/research/activities-and-programmes/~/media/43AC3326904F4887925CBB339C135BFE.ashx
http://www.wcoomd.org/en/topics/facilitation/instrument-and-tools/tools/~/media/B8FC2D23BE5E44759579D9E780B176AC.ashx
http://www.wcoomd.org/en/topics/facilitation/instrument-and-tools/tools/~/media/B8FC2D23BE5E44759579D9E780B176AC.ashx
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In Asia and the Middle East the following countries have implemented AEO/other Customs 

Compliance programs: 

 

Asia – AEO 

Country Date Launched Scope Type of Operator No. of Operators 

China April 2008 Import/ Export Importers, exporters, 

customs brokers 

AA (AEO): 2174 

A: 25582 

B: 483944 

C: 930 

D: 210 

Hong 

Kong 

April 2012 Import / Export All local operators engaging 

in international supply chain 

activities 

15 (including one 

SME) 

India November 2012 Entities involved 

in supply chain 

Entities involved in supply 

chain 

4 

Japan 2006 (Exporters) 

2007 (Importers) 

Import / Export Importers, exporters, 

warehouse operators, 

customs brokers 

Importers: 86 

Exporters: 239 

Customs brokers: 75 

Warehouse 

operators: 111 

Logistic operators: 7 

 

Total: 518 

Korea April 2009 Import / Export Exporters, importers, 

customs brokers, freight 

forwarders, transporters 

(bonded transporters), 

sea/air carriers, ground 

handlers, warehouse 

operators (boned area 

operators, port terminals)  

292 companies 

authorized:  

78 exporters 

80 importers 

60 freight forwarders 

11 warehouse 

operators 

9 transporters 

5 sea carriers 

49 customs brokers 

139 companies are 

SMEs (as of April 1, 

2012)  

Malaysia January 2010 Import / Export Importers, exporters , 

Manufacturer  

48 companies (as of 

December 2013)  

Singapore May 2007 Import / Export All supply chain operators 

based in Singapore  

110 members  

Thailand June 2011  

Exporters  

February 2013  

Importers/exporters 

and Customs 

brokers  

Import / Export Importers/exporters, 

Customs brokers  

Importers/Exporters : 

61  

Customs Brokers: 50  

Total: 111 operators  

 

Middle East – AEO 

Country Date Launched Scope Type of Operator No. of Operators 

Jordan August 2005 Import / Export 

Importers, exporters, carriers, 

customs brokers, warehouse 

operators, companies 

operating in QIZ 

44 members 
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ASIA – Other Customs Compliance Programs 

Country Date Launched Scope Type of Operator No. of Operators 

India November 2005 Importers who 

have 

demonstrated 

capacity and 

willingness to 

comply with the 

laws.  

Importers 312 operators 

accredited (as of 

February 3, 2014)  

Indonesia 2003 Import Importers Not Known 

Sri Lanka October 2013 Compliant 

traders 

Importers  100 

Vietnam June 2011 Businesses 

satisfying specific 

conditions  

1. Businesses eligible for 

priorities in export and import 

of all goods items and in all 

forms of export and import.  

2. Businesses eligible for 

priorities in export of farm 

products, fisheries products, 

textile and garment, leather 

and footwear and import of 

materials and accessories for 

production of exports 

mentioned above.  

3. Businesses which are 

granted certificate of hi-tech 

businesses by the Ministry of 

science and technology as 

prescribed in Law on high 

technology, eligible for 

priorities in import of goods in 

service of production, and 

export of hi-tech products.  

15 businesses are 

planned to be 

recognized as 

prioritized 

businesses in 2014 

 

Middle East – Other Customs Compliance Programs 

Country Date Launched Scope Type of Operator No. of Operators 

United Arab 

Emirates 

(Golden list 

program- Abu 

Dhabi) 

2007 Trusted 

companies 

Trusted companies that have 

a certain threshold of trade 

volume in imports and exports, 

and have a minimum number 

of contravention or 

discrepancies in dealing with 

Customs,  

It is anticipated that 

the total number of 

beneficiaries from 

this program is 

going to reach 200 

companies by the 

end of 2014. 

 

4.3 Mutual Recognition 
The WCO's SAFE Framework encourages Customs administrations to develop partnerships with 

businesses and between each other to secure and facilitate trade. In the context of the WCO’s SAFE 

framework, it also encourages Customs administrations to work with each other and develop tools for 

mutual recognition of AEO programs and Customs security control standards, control results, and 

other mechanisms that may be needed to eliminate or reduce redundant or duplicated efforts. 

 

Mutual Recognition is a broad concept embodied within the WCO SAFE Framework whereby an 

action or decision taken or an authorization that has been properly granted by one Customs 

administration, is recognized and accepted by another Customs administration. The objective of 

Mutual Recognition of AEOs is that one Customs administration recognizes the validation findings 
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and AEO authorizations by the other Customs administration and agrees to provide substantial, 

comparable, and where possible, reciprocal benefits/facilitation to the mutually recognized AEOs.  

 

Customs administrations and the private sector are aware of the benefits from mutual recognition 

arrangements. Mutual recognition of AEO programs provides benefits at the Customs-to-Customs 

level as well as at the Customs-to-Trade level, such as: 

 Enhancing Customs-to-Customs cooperation. Through recognizing each other's AEOs, 

mutual recognition will allow Customs to target high risk consignments more effectively and 

expedite low risk consignments, which will significantly contribute to the facilitation of 

legitimate trade 

 Improving economic efficiency through reduced time and costs associated with cross-border 

Customs controls 

 Reducing costs and time delays through priority inspections when consignments are selected 

 Improving predictability and precision in moving goods from one's own territory to the territory 

of the trading partner while improving competitiveness of business 

 Reducing cargo theft and pilferage by improving the security of the bilateral supply chain 

 Enhancing risk analysis and assessment therefore targeting examinations so as to allow non-

selected cargo belonging to the same trader to proceed without delay 

 Reciprocal or comparable compliance benefits whenever equivalent programs are provided 

 

Furthermore, Customs administrations can expect closer cooperation with third country customs 

administrations, providing more information on supply chains and high risk consignments, and 

allowing them to focus their resources on the high risk, resulting in an improved and more efficient use 

of resources. 

 

In regard to Japan, one of its key tasks was to advance efficiency in distribution through developing 

partnerships with overseas AEO programs in order to provide mutual benefits, including smoother and 

more facilitated import/export Customs clearance for economic operators complying with the supply 

chain security standards. To date, Japan Customs has signed mutual recognition of AEO programs 

with New Zealand (May 2008), the United States (June 2009), the European Union (EU) and Canada 

(June 2010), Korea (May 2011), and Singapore (June 2011). Japan is currently negotiating with China 

and Malaysia.  

 

An overview of mutual recognition arrangements/agreements is shown below; 

 

Mutual Recognition Arrangements/Agreements 

WCO Region Country Signed  In negotiation 

Americas and the Caribbean Canada 4 0 

United States 6 1 

Mexico 1 0 

Middle East and Northern Africa Jordan 1 0 

Asia Pacific China 1 3 

Hong Kong, China 3 1 

India 0 1 

Japan 6 2 

Korea 7 2 

Malaysia 0 1 

New Zealand 3 1 

Singapore 4 2 

Europe Andorra 1 0 
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EU 5 1 

Israel 0 1 

Norway 1 1 

Switzerland 1 1 

 

Despite the benefits from mutual schemes there remain some obstacles: the mutual recognition 

program is still developing and is in its infancy. Such obstacles may include the absence of a regional 

policy; the absence of a legislative framework and bilateral/multilateral agreements; inadequate 

baseline information about businesses, their classifications, the nature of their operations, and their 

financial management practices; inadequate infrastructure and technology to support Customs-to-

Business partnerships; and inadequate human resources to implement AEO strategies. 

 

Notwithstanding the challenges, constraints, and obstacles, the benefits for both Customs and Trade 

through mutual recognition will only serve to improve the efficiency and effectiveness of their controls 

and operations while ensuring that compliant trade is not hindered and resources can be targeted 

against non-compliant trade. 

 

4.4 Advantages and Disadvantages 
The advantages of having AEO status can be separated into three distinct areas: direct benefits, 

indirect benefits, and special benefits dependent on the country. All benefits should be meaningful, 

measurable, and reportable. 

 

Direct benefits may include fewer physical and document-based controls, easier admittance to 

customs simplifications, reduced data required for summary declarations, priority treatment of 

consignments selected for customs control (e.g., physical examination). 

 

Indirect benefits may include greater efficiency within internal systems, procedures, and processes. 

The entity will be recognized as a secure and safe business partner (some entities may only want to 

do business with certified entities as they will be acknowledged as trustworthy and reliable), not just in 

Pakistan but other countries, through mutual recognition. This may result in lower costs for the entity, 

improved efficiency, and reduced time in the overall supply chain.  

 

Furthermore, relationships with Customs and other GoP Departments will improve. 

 

Attaining AEO certification may require additional financial outlay for an entity. This may involve 

updating procedures, improving security, training staff, and upgrading systems within the 

organization. Furthermore, the period of time required to perform any changes may be significant. 

 

5. Pakistan Customs –Trade Facilitation 

Discussions were held with Senior Management of Pakistan Customs who confirmed that Pakistan 

Customs do not have any formal or structured trade facilitation programs in place. They agreed that 

Pakistan Customs should implement a trade facilitation project as a matter of priority. Furthermore, 

trade bodies such as the Karachi Chamber of Commerce and Industry, Karachi Customs Agents 

Association, National Trade and Transport Facilitation Committee, and individual Customs Agents 

who were interviewed, also confirmed that there are no trade facilitation programs in place with 

respect to Customs. 

 

Customs administrations worldwide have a major role to play in trade facilitation, which is the 

simplification and harmonization of trade procedures, including import and export procedures. AEO 

programs such as China’s, a main trading partner of Pakistan, should be studied. This would provide 

Pakistan Customs with a greater understanding of the concept and associated benefits. 
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For Pakistan Customs to meet its obligation in terms of the WCO SAFE Framework agreement
9
, it 

must strive to implement trade facilitation, ensuring that within its own organization it has systems fully 

capable of identifying risk and can give an assurance that entities that operate within Customs’ sphere 

are compliant. 

 

It is essential that part of this process is an effective and efficient post-clearance control and audit 

service which will allow Pakistan Customs to implement its tasks (clearance and control of goods, 

revenue collection) and to facilitate trade, by keeping a balance between trade facilitation and efficient 

customs control.  

 

At the time of writing this concept paper, FBR’s PCA department did not have a strategy document or 

an annual plan; there was a lack of experienced and trained staff (currently PCA has been allocated 

100 positions but approximately 30 are staffed); and PCA is awaiting the functionality of the Web 

Based One Customs (WeBOC) to be expanded to meet its requirements. In conclusion, the FBR’s 

PCA is in its infancy compared to other PCA departments worldwide. 

 

PCA exclusively concentrates on transaction-based control using the automated declaration 

processing system WeBOC to identify transactions for ‘desk’ documentary audit checks. This entails 

PCA checking a General Declaration, including all accompanying paperwork (e.g., invoices). In reality 

they are performing the same check as those Customs staff performing a documentary control, yellow 

lane, as selected by WeBOC.  

 

This restriction is based on WeBOC not allowing the system to be interrogated by entity, but requires 

use of other areas within the General Declaration (e.g., Harmonized System Tariff commodity codes). 

Furthermore, PCA does not undertake any visits to an entity’s premises as per best practice where 

staff should be conducting a structured examination of a business’ relevant commercial systems, 

sales contracts, financial and non-financial records, physical stock, and other assets as a means to 

measure and improve compliance. 

 

PCA has to fundamentally change their working practices in order to be able to assess whether an 

entity is compliant or not before considering that entity for AEO status. The Gap Analysis and 

Implementation Roadmap for the Directorate General of Post Clearance Audit Pakistan Customs 

recommends the following areas be addressed: 

 Update the current PCA audit manual 

 Introduce Strategic Planning and Reporting documents for the Directorate as a whole and for 

regionally-based audits 

 Improve policy and procedures in use by PCA to reflect the strength of existing law 

 Increase human resource capacity, recruit specialists, and commit to maintain staffing levels 

according to the approved number of positions 

 Ensure that systems-based audit and computer-based audit training is developed and 

delivered 

 Implement customs technical training (e.g., valuation) for PCA staff 

 Increase cooperation and information-sharing between Customs Directorates, the FBR, and 

other government agencies 

 Increase the use of Risk Management and implement Compliance Management 

 

6. Pakistan Customs Imports / Exports Overview 

                                                           
9
 Pakistan joined the World Customs Organization on November 16, 1955 and adhered to the WCO SAFE 

Framework agreement which was adopted by the WCO council in June 2005. 
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Pakistan is a rapidly developing country which has the potential to be counted among the world’s 

largest economies in the 21
st
 century, along with Brazil, Russia, India, and China. 

 

Pakistan is one of the largest exporters of textile products in the world. Other main exports include 

cotton yarn, woven cotton, woven fabrics, apparel, cereals and chemicals.
10

 Pakistan’s main trading 

partners in regards to exports are the US, China, UAE, Afghanistan, and the UK.
11

 

 

Imports include petroleum and its products, machinery, plastics, edible oils, paper and paperboard, 

iron, steel, and tea.
12

Pakistan’s major import partners are the UAE, China, Saudi Arabia, Kuwait, 

Malaysia, and Japan.
13

 

 

Since the implementation of Pakistan Customs’ automated system Web Based One Customs 

(WeBOC) in 2011, the system has processed the following number of general declarations: 

 

General Declarations Processed by WeBOC 

Imports Exports Warehousing Transshipments Transit 

646402 725673 8301 26099 582 

 

The system currently caters to 40,401 registered users across Pakistan, with over 33,553 traders, 

4226 clearing agents and 1815 customs officials making use of the service. Other users include 

warehouse keepers, shipping agents, bankers, terminal operators, airlines, and bond handling 

authorities. 

 

The risk management system within WeBOC presently allocates general declarations to either green 

(free circulation), yellow (documentary check), or red (physical examination) lanes. The latest 

statistics supplied by Pakistan Customs, in terms of general declarations being allocated to green, 

yellow, and red lanes are shown below. 

  

Risk Management System – Allocation of General Declarations 

Type / Allocated Green Yellow Red 

Imports 25 % 49 % 26 % 

Exports 70%  12% 18% 

 

Statistics showing the main importers who may be responsible for the majority of the revenue, and the 

main exporters, were requested during the visit to Karachi but not obtained. These statistics may 

assist Pakistan Customs in identifying potential entities for an AEO pilot phase.  

 

Recommendation 1 

It is recommended that Pakistan Customs identify the main importers and exporters who are 

responsible for the majority of import revenue/export declarations to ascertain possible 

candidates for an AEO program. 

 

The implementation of a trade facilitation program by Pakistan Customs should see a decrease in 

consignments being allocated to yellow and red lanes, with a substantial increase in those allocated 

to the green lane. 

 

                                                           
10

 Information obtained from Karachi Chambers of Commerce & Industry – KCCI Country Wrap (November 2013) 
11

 Pakistan Bureau of Statistics, “Cumulative exports by major countries (July 2013 – October 2013),” (2013), 

www.pbs.gov.pk/trade-tables (accessed May 15, 2014) 
12

 Information obtained from Karachi Chambers of Commerce & Industry – KCCI Country Wrap (November 2013) 
13

 Pakistan Bureau of Statistics, “Cumulative imports by major countries (July 2013 – December 2013),”  (2013), 

www.pbs.gov.pk/trade-tables (accessed May 15, 2014) 
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Statistics from other Customs administrations confirm that implementing a robust risk management 

system combined with inland controls (e.g., PCA) can minimize the number of consignments requiring 

physical examination.  

 

The EU statistics are shared between member states and are not usually published. In the “United 

Kingdom National Audit Report, HM Revenue and Customs, the Control and Facilitation of Imports 

2008”, figures were published but not for each individual member. The UK reported to the EU that its 

rate of examination in 2007 was 0.1 percent. Compared against the 27 countries of the EU, the EU 

average for 2007 was 9.1 percent with a median of 7.6 percent.
14

 

 

The New Zealand Customs Service statistics for 2011 state that 96.6% of import transactions and 

99.3% of export transactions that were deemed compliant based on risk assessment proceeded 

without further intervention.
15

 

 

7. Pre-Implementation of AEO 
 

7.1 Interim Measures 
Though the focus will be on the implementation of the AEO Program, Pakistan Customs should not 

ignore the development and implementation of trade facilitation in the interim period, until agreement 

has been fully reached and coordinated implementation achieved, while securing revenue. 

 

Pakistan Customs can focus on improving its risk management system to reduce clearance times for 

import and export consignments, enhance simplified procedures for both imports and exports, 

improve transparency, improve communication and enhance co-operation with other Government 

Departments, implement pre-arrival processing, and improve compliance among the trade and 

customs agents emphasizing their legal and moral responsibilities. 

 

Recommendation 2 

It is recommended that Pakistan Customs ensure that a balance is reached between 

resourcing the AEO program while still exploring and implementing other trade facilitation 

initiatives. 

 

7.2 Implementation / Road Map 
An AEO program must be fully supported by the GoP, Chairman FBR, and Member Customs which 

will give the program credibility, provide tangible support to the team developing the program, and 

ensure that all Customs officers understand the importance of the program. Furthermore, the program 

will require funding and resources to meet deliverables for implementation. 

 

The AEO Program is open to all economic operators, regardless of the size of the entity, including 

small and medium-sized enterprises. This includes importers, exporters, customs agents, warehouse 

keepers, and freight forwarders. If an entity is made up of a ‘group’ structure and the group is set up 

as more than one legal entity (i.e., each subsidiary is a different legal entity), then each subsidiary of 

the entity is required to submit a separate application. 

 

AEO Implementation Guidance has been produced by various organizations; each country must tailor 

the implementation plan to their specific requirements and confront various challenges in reaching the 

                                                           
14

National Audit Report, “HM Revenue and Customs-The Control and Facilitation of Imports 2008,” (November 7, 

2008),  http://www.nao.org.uk/press-releases/hm-revenue-customs-the-control-and-facilitation-of-imports-2/ 

(accessed May 15, 2014) 
15

New Zealand Customs Service, “Output class – Clearance and enforcement services related to goods, (2010), 

http://www.customs.govt.nz/news/resources/corporate/annualreport2010-2011/partb-customsperformance2010-
11/statementofserviceperformance/Pages/outputclass-clearance-goods.aspx (accessed May 16, 2014) 

http://www.nao.org.uk/press-releases/hm-revenue-customs-the-control-and-facilitation-of-imports-2/
http://www.customs.govt.nz/news/resources/corporate/annualreport2010-2011/partb-customsperformance2010-11/statementofserviceperformance/Pages/outputclass-clearance-goods.aspx
http://www.customs.govt.nz/news/resources/corporate/annualreport2010-2011/partb-customsperformance2010-11/statementofserviceperformance/Pages/outputclass-clearance-goods.aspx
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goal of implementation. In the design and implementation of an AEO Program, certain principles and 

conditions must be adhered to. These include: compliance with international standards and guidance 

from best practices, the prioritization of either imports or exports, the present relationship of Customs-

to-Business partnerships in the country, and the level of professionalism and integrity displayed by the 

Customs administration. 

 

The “USAID Customs Modernization Handbook – Authorized Economic Operators Programs” (Annex 

C) and the WCO guide “How to Develop an AEO Program”
16

can assist Pakistan Customs in 

formulating an implementation plan. A draft implementation activity plan/roadmap is produced at 

Annex D. This draft can be further populated by the AEO Project Implementation Team. It must be 

stressed that before any dates are allocated to a phase, the start date is wholly dependent on 

Pakistan Customs having an effective PCA Directorate and a fully functional risk management unit to 

ensure entity compliance. 

 

The above-mentioned documents highlight the main areas that should be addressed to reach 

successful implementation. They assume that Customs already has in place a system (PCA) that can 

give an assurance on whether an entity is compliant. In essence, Customs will take a risk-based 

approach to ensure that the entity is compliant with customs requirements, has appropriate record 

keeping, is financially solvent, and has taken appropriate security and safety measures. 

 

Any implementation plan should incorporate essential building blocks for the outcome to be 

successful. It may be prudent for Pakistan Customs to perform a SWOT analysis, which would 

highlight its strengths, weaknesses, opportunities and threats in regard to implementing an AEO 

program. The design and implementation of an AEO program are complex and time-consuming. The 

best way to design an AEO program is to establish collaboration between partners in the public and 

trade sectors. This collaboration entails the formation of two groups: a project implementation team 

composed of Customs officers (e.g., Director Post Clearance Audit, Director Human Resources, 

Director Reform and Automation (WeBOC), and Senior Customs Audit officers) and a working group 

of representatives of the trade and other government agencies with responsibilities relating to imports 

and exports.  

 

Recommendation 3 

It is recommended that Pakistan Customs form a project implementation team who will devise 

an implementation plan taking into consideration WCO best practice and other country’s 

experiences. 

 

Recommendation 4 

It is recommended that Pakistan Customs perform a SWOT analysis to highlight its strengths, 

weaknesses, opportunities, and threats in regard to implementing an AEO program. 

 

These groups will drive the program through a series of phases as listed below. A draft timeframe is 

shown for the implementation of each phase but final implementation is totally dependent on Pakistan 

Customs’ ability to give an assurance that an entity is compliant. As stated previously, a detailed 

Implementation AEO Activity Plan/Roadmap is shown at Annex D. 

 

AEO Pre-Phase 

1) PCA fully staffed and is conducting entity audit 
2) WeBOC PCA Module fully functional and meets the requirements of PCA 

                                                           
16

 World Customs Organization, “AEO Implementation Guidance: How to Develop an AEO program,” (May 2010), 

http://www.wcoomd.org/en/topics/facilitation/instrument-and-

tools/tools/~/media/4448CE5B00DB422FA89A29AA447A4F22.ashx (accessed May 16, 2014) 

http://www.wcoomd.org/en/topics/facilitation/instrument-and-tools/tools/~/media/4448CE5B00DB422FA89A29AA447A4F22.ashx
http://www.wcoomd.org/en/topics/facilitation/instrument-and-tools/tools/~/media/4448CE5B00DB422FA89A29AA447A4F22.ashx
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AEO Pre-Implementation 

Time frame AEO Phase Communication / Outreach Other 

 
Days 1 – 45  

Phase 1 

Establish Project 
Implementation Team 

 Initial press release outlining AEO 

 Instigate dialogue with WCO 

 
 

 
Days 45 – 80  

Phase 2 

Establish an AEO 
Working Group 

 Possible AEO Study tour and/or  
visit by WCO 

 Press release on AEO Working 
Group 

 

 
Days 45 – 80 

Phase 3 

Define the Project 
  

 
Days 80 – 100 

Phase 4 

Draft Project 
Implementation Plan 

  

 
Days 100 – 150 * 
*timeframe is 
subject to change 
for draft legislation 
to be reviewed, 
accepted, and 
approved 

Phase 5 

Define AEO 
requirements including 

amending/updating 
legislation 

 Press release announcing AEO 
criteria/requirements to participate 

Other GoP 
Departments 
affected by AEO to 
review current 
legislation 

 
Days 100 –150  

Phase 6 

Define AEO Benefits 
 Press release announcing AEO 

benefits 

 

 
Days 150 –180  

Phase 7 

Design the AEO 
Application Process 

  

 
Days 180 – 220 

Phase 8 

Recruit/Train Customs 
Officers in AEO Supply 

Chain Security 

  

 
Days 220 – 260 

Phase 9 

Announce and Promote 
the AEO Initiative 

 Press release promoting AEO and 
advising on next phase (pilot/ 
implementation) 

 Awareness seminars within 
Customs/ other GoP Departments 

 Awareness seminars with trade 
community and general public 

 Initial contact with other Customs 
Administrations on mutual 
recognition 

 

 

Pakistan Customs must also incorporate AEO data within WeBOC to ensure that through the Risk 

Management Unit, an AEO operator is given a ‘low score’ which will determine the frequency of 

Customs physical and documentary checks. Those entities that do enroll in the AEO Program must be 

aware that examinations of their consignments may take place under the ‘random’ selection criteria. 

 

As stated earlier, the AEO Program is open to all economic operators. The status that is granted may 

differ depending on the entity. For example, in China, the AEO program has five categories: Class AA, 

A, B, C, and D. The criteria for assigning the category will take into account the level of compliance 

with laws, regulations, Customs rules, relevant anti-corruption provisions, operational and managerial 

performance, status of safety and security, and records kept in relation to Customs control. 

 

Those entities meeting the requirement for the highest status (i.e., AA) will benefit from trust release, 

nominated Customs officers to help coordinate and resolve customs issues, and lower examine rates 

for their import/export consignments. 

 

It would be prudent of Pakistan Customs to initiate and maintain dialogue with the WCO as the project 

develops, as any issues/problems that may arise during pre-/post-implementation can be discussed 

with the WCO. 
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Recommendation 5 

It is recommended that Pakistan Customs initiate and continue to maintain dialogue with the 

WCO through the implementation process. 

 

In addition to entering dialogue with the WCO and taking into consideration the documents attached, 

the following documents should also be used as a source of reference: 

 Asia-Pacific Economic Cooperation – Authorized Economic Operator Compendium 

 European Commission, Authorized Economic Operators – Guidelines (2012) 

 European Commission, Authorized Economic Operators – The AEO Compact Model (2006) 

 European Council Regulation 648/2005 and European Commission Regulation 1875/2006 

(Legal basis in European Union) 

 Her Majesty’s Revenue and Customs (HMRC), Public Notice 117 – Authorized Economic 

Operators 

 Private Sector Consultative Group – AEO Benefits 

 WCO, Model AEO Appeal Procedures 

 WCO, The AEO and the Small and Medium Enterprise (2010) 

 WCO SAFE Framework of Standards Authorized Economic Operator Guidelines –  

I. Conditions, Requirements, and Benefits 

 

8. Implementation Best Practice 
 

8.1 Communication/Outreach Plan 
It is essential that FBR launch an outreach campaign announcing the AEO Program and its 

commitment to facilitating the movement of legitimate shipments. The importance of this cannot be 

underestimated. For a voluntary AEO Program to work, Customs must have the support and 

participation of stakeholders. Therefore, it must promote the AEO Program within Customs and 

among other government stakeholders, as well as with the trade community and other interested 

parties. For this reason, the FBR should assume primary responsibility for outreach. This should be 

performed by the FBR public information office in cooperation with the AEO project implementation 

team and working group. 

 

The communications/outreach plan should be incorporated within the implementation plan stating the 

roles and responsibilities of those involved in this area. Overall responsibility for this area will be 

ultimately tasked to the AEO Implementation Team Project Manager. 

 

Recommendation 6 

It is recommended that the FBR launch a communications program to advise and promote the 

AEO program in consultation with stakeholders. 

 

8.2 Other GoP Departments 

Other GoP Departments that have import or export requirements, such as the Plant Protection and 

Animal Quarantine Department, must fully understand how an AEO program will affect it. Simplified 

procedures are not just a Customs concern; other government agencies’ concerns and processes 

must be factored into the program, and any issues resolved. 

 

Recommendation 7 

It is recommended that Pakistan Customs, at the beginning of the AEO program, enter into 

dialogue with other GoP Departments whose work may be impacted by an AEO program. 

 

8.3 Trade, Public, and Press 



\  Trade Project 

US Agency for International Development (USAID) Trade Project  16 

Any outreach program must also interact with trade, the general public, and the press to explain and 

emphasize the benefits of AEO and how participation in the program will benefit an entity by 

simplifying processes, enhancing supply chain security, and improving voluntary compliance. 

Furthermore, the FBR communications center, in consultation with the AEO implementation team and 

working groups, should coordinate the publication of information sheets/brochures, and to develop 

and deliver AEO awareness seminars for the trade. Through these communication pathways, 

Customs will be able to address the benefits of voluntary participation in the program. It is imperative 

that Pakistan Customs express its commitment to this initiative by developing and implementing a 

series of events, for the trade, that cover those areas which have a major impact on non-compliance. 

If an entity or stakeholder involved in Customs matters is fully aware of their obligations, there should 

be an increase in compliance. 

 

Recommendation 8 

It is recommended that FBR (Pakistan Customs) implement an outreach program that will 

socialize the benefits of the AEO program through information sheets/brochures and 

awareness seminars. 

 

Pakistan Customs must ensure that a proactive and positive working relationship is established with 

the trade. Those who doubt that meaningful benefits will result from an AEO program will doubt a 

partnership can be developed. An AEO Program can facilitate the transition from mistrust to mutual 

respect. It terms of the trade, this will be demonstrated through a continued record of compliance and 

reporting non-compliance, good communications, and a willingness to collaborate. In turn, Pakistan 

Customs will strive to be transparent, consistent, to communicate with the trade, and to retain 

employees that behave ethically and demonstrate respect. 

 

Through outreach, training, and emphasizing compliance, Pakistan Customs can develop 

cooperation, gain the commitment of Pakistan’s main importers/exporters, and demonstrate that 

compliance is rewarded. This in turn will raise awareness and the AEO Program will develop in size 

and impact. 

 

8.4 Legislation and Guidelines 
Though highlighted in the implementation process, it is essential that the criteria required for AEO 

status is defined in legislation. The Pakistan Customs Act 1969 will have to be updated to include new 

provisions for AEO law and regulations. 

 

The legislation will include: the definition of an AEO, the application process (including non-approval 

and appeal processes), clear timelines that need to be met by the Customs administration in the 

decision-making process, and the powers of Customs officers. 

 

Recommendation 9 

It is recommended that the Pakistan Customs legislation is updated to incorporate the new 

provisions for AEO. 

 

AEO guidelines would also have to be drafted, approved, and implemented for both Customs and 

trade, which will highlight the relevant sections of the Customs legislation. 

 

Recommendation 10 

It is recommended that the AEO implementation team ensure that AEO guidelines are drafted, 

approved, and implemented. 

 

GoP Departments that will be directly impacted by the AEO Program may have to review their existing 

legislation. Change may be necessary in terms of presentation of documents, records to be kept, etc. 
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Recommendation 11 

It is recommended that the Project Implementation Team initiate early discussions with those 

GoP Departments impacted by AEO, so that the Departments can review their existing 

legislation and amend, if necessary, to meet the requirements of the AEO program. 

 

8.5 Application Process 
As stated previously, it is essential that Pakistan Customs draft and implement AEO guidelines which 

will explain in detail the benefits of AEO status, an understanding of the legal provisions, the criteria 

that needs to be met, the application process, how Pakistan Customs will review and check the 

application, and how the decision is then taken to grant AEO status. The guidance will also outline 

how AEO status will be managed by Pakistan Customs. The development and implementation of 

guidelines will ensure transparency and equal treatment of economic operators. 

 

The AEO status criteria typically required includes:  

1) Customs Compliance: to meet this criterion no serious infringements or repeated 

infringements of Customs rules should have been committed recently (e.g., during the last 

three years) by the applicant, the person in charge of the applicant company or exercising 

control over its management (if applicable), the applicant’s legal representative in customs 

matters, or the person responsible in the applicant’s company for customs matters. 

2) Record Keeping: to meet this criterion, the applicant should display satisfactory commercial, 

and where appropriate, transport records, which will allow appropriate customs controls. 

3) Financial Solvency: to meet this criterion the entity must be of good financial standing, 

sufficient to fulfill the commitments of the applicant, with due regard to the characteristics of 

the type of business activity. The applicant should prove solvency for a period of time (e.g., 

previous three years). If the entity has existed for less than the required period of time, the 

entity will be judged on the basis of information and records available at the time of 

application.  

4) Security and Safety: the applicant should meet a set of conditions related to building 

security, access controls, cargo security, procedures for handling export/import licenses, 

business partner security, and personal security. The applicant should demonstrate a high 

level of understanding about security and safety measures.  

 

The application process for the entity will involve a number of stages: 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

Preparation process 

Submitting the application 

Preliminary check and acceptance 

Full check 

Final report and decision 

Maintaining AEO status 
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To prepare for the process of applying for AEO status, Pakistan Customs should produce a self-

assessment questionnaire for the entity. An example of one used by HMRC is produced at Annex E. 

This questionnaire will enable the entity to judge whether they are ready to apply for AEO status, and 

if not, what areas need to be addressed. 

 

The entity will have to complete an application form. An example of one used by HRMC is produced 

at Annex F. The entity should also provide an overview of its supply chain in the form of a process 

map, and provide a site plan of the premises. 

 

On completion of the application form, the entity will submit it to Pakistan Customs, which will conduct 

preliminary checks, upon receipt, to ensure that all relevant information is present, and decide 

whether to accept the application. 

 

If the application is accepted it will be subject to a full check. This involves Customs performing a risk 

analysis to evaluate the likelihood and impact of risks on Pakistan Customs’ objectives, and an 

evaluation of the entity’s ability to avoid, mitigate, or address these risks. 

 

An audit of the entity’s business operations will be undertaken to obtain a reasonable assurance that 

the applicant is compliant within the established criteria. The higher the risk, the higher the level of 

scrutiny. 

 

After completion of the risk analysis and audit, the results are documented and a final report 

prepared. The report will include an overview of the applicant, its business, its role in the supply chain, 

business model, and customs-related activities. There will also be a detailed description of all risk 

areas considered, checked, and any remedial action suggested to the applicant. The report will also 

highlight any comments/views expressed by the applicant and a clear recommendation as to whether 

AEO status be granted. If AEO status is not granted, the report must include a complete and detailed 

justification as to why, and this should be communicated to the applicant. In this situation the 

applicant has the right of appeal. 

 

8.6 Human Resource Policy and Staffing Levels 
The success of the AEO Program is dependent upon Pakistan Customs having a robust human 

resource policy that can ensure staffing levels will be agreed to and maintained to guide the AEO 

Program through pre- and post-implementation. This project implementation team will be responsible, 

in consultation with the Human Resource Directorate, to propose adequate staffing levels for the AEO 

Program to be successful. 

 

Furthermore, the success of the AEO Program will also depend on Customs staff’s understanding of 

the program and their willingness to support it. Senior managers and the project team must brief staff 

on the AEO concept, the role of Customs in supply chain security and voluntary compliance. 

 

8.7 Training and Development 
Training and development will have a major impact on the AEO Program, as Customs Officers 

involved in any aspect that affects the AEO Program need to develop a core set of skills to adequately 

perform their duties. In addition to being in a position for a recommended minimum period of time, 

training (as described through the recommendations stated in the Training Needs Analysis (TNA) 

Report - Compliance Risk Management Pakistan Customs), and a focus on other areas such as 

Harmonized System Tariff, Valuation, and Rules of Origin should be mandatory. 

 

Recommendation 12 
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It is recommended that staff awareness programs are implemented and that those directly 

involved are given adequate training to develop their core skill set. A minimum period of time 

in post is recommended for implementation. 

 

8.8 AEO Certification 
Validity, renewal, and withdrawal of AEO status must be clearly defined within the legislation and 

guidelines. The certificate should be valid for a period of three years. The entity can renew its 

certification by writing to the appropriate Directorate within the Customs administration six months 

before the expiry of its AEO status. Likewise, the entity can lodge a written request for withdrawal 

from the AEO Program at any time. The AEO status and associated benefits will be removed upon its 

withdrawal. 

 

The entity will still be subject to periodic checks by the Customs administration to ensure that it 

continues to meet the requirements of the AEO criteria. The accredited entity should ensure the 

maintenance of appropriate standards granted in the AEO certification. Non-compliance with the 

standards should be reported to the Customs administration. Any changes to the entity’s business 

that may affect its AEO status should be notified as well. 

 

The Customs administration may suspend a company's AEO status in the event of issues such as 

non-compliance with the criteria for AEO certification, existence of non-rectified security weaknesses, 

or a Customs offense. In addition, an AEO status can be revoked if the entity fails to make the 

necessary changes after a suspension of status or has committed a serious Customs offense. Upon 

revocation, the entity will have its AEO status and associated benefits removed, and may not reapply 

for AEO certification within a specific period of time (e.g., two years). 

 

9. Post-Implementation of AEO 
 

9.1 Post-Implementation Phases 
Post-implementation involves two phases in addition to the nine stated in the pre-implementation 

stage, which will eventually see the AEO implementation team hand over responsibility to the 

appropriate Directorate within Customs. This milestone assures that Pakistan Customs has 

implemented all requirements of the pre-implementation phase, and that PCA is able to give an 

assurance that entities are compliant (and have been over a period of time). 

 

AEO Post-Implementation 

Time frame Phase Communication/ Outreach Other 

Days 1 - 180 
Phase 10 

Pilot Implementation 
 Press release announcing 

AEO pilot implementation 

PCA/AEO Implementation 

Team liaise with those 

selected for pilot phase 

*subject to 

successful pilot 

phase 

Phase11 

Implementation 
 Press release announcing 

AEO implementation 

Customs Directorate/PCA 

review applications for AEO 

status 

 

9.2 Pilot Implementation 
The project team, after successful completion of all tasks related to the implementation plan, will be in 

a position to move forward to the pilot implementation phase. 

 

This phase, in consultation with the PCA and risk management unit, will identify those entities that are 

responsible for most general declarations, the highest value, and greatest revenue contribution. 

Furthermore, those entities identified should also have a satisfactory level of compliance over a 

minimum period, such as 12 months. 
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Pilot testing should include a representative sample of entities from different industry areas that are 

the most compliant, have the highest volume of transactions, and through PCA, have the most 

effective internal systems. Those participating in the voluntary pilot phase should ideally be located 

within the same location as the AEO working group for ease of dialogue and to resolve any issues/ 

problems that may occur. 

 

It is essential that the AEO working group reiterate the requirements and benefits of the program to 

those entities participating. In consultation with the Customs Training and Development Directorate, 

the AEO working group will develop and provide training on the AEO Program to those entities. 

 

The AEO working group and implementation team will determine the period of the pilot phase. This 

should be for a period of three to six months. During this period the AEO group will monitor the 

performance of the entity and identify any changes that are required (e.g. policies, procedures). At the 

end of the pilot phase the AEO working group will submit its findings to the FBR Director General with 

recommendations. Ideally, the report should state whether the AEO Program can be expanded to the 

implementation phase. 

 

9.3 Implementation 

After conclusion of the pilot phase, implementation of the program can begin, with the AEO working 

group proposing the rate of expansion. This will include Pakistan Customs’ advertising the success of 

the pilot phase and inviting entities to apply to participate in the program. 

 

At this point, the permanent management of the program will be fully transferred from the AEO 

implementation team to the Customs Directorate responsible for all aspects of the AEO Program; 

however, the AEO working group will continue to oversee the program and become a focal point for 

any trade input. 

 

9.4 Mutual Recognition Arrangements 

Mutual recognition between countries operating AEO is still being developed, as referred to in 4.3. To 

participate, a Customs administration must be able to demonstrate that it has an established AEO 

program which is effective and gives an assurance that those entities participating in the program are 

established, compliant, and are of standing to do business worldwide. When this position is reached, 

Pakistan Customs may wish to pursue mutual recognition with some of its main trading partners who 

have successfully implemented AEO Programs, such as China.  

 

10. Conclusion 
Paperless trading is expected to become common practice across all sectors in the future. The extent 

to which this practice is adopted will increasingly depend on the influence, interest, and capacity of 

overseas governments, domestic government agencies, and supply chain partners. Increasing import 

and export volumes may impact widespread adoption of paperless trading in Pakistan supply chains. 

 

More companies will have integrated supply chains, enabling data to be available earlier for cargo 

reporting and risk assessment. There will be greater industry consolidation with larger service 

providers and companies offering end-to-end logistics solutions or integrated door-to-door services; 

however, industry practices and their supply chain interactions will remain diverse. 

 

This Concept Report identifies the areas needing improvement, through specific and achievable 

recommendations, in order to implement an AEO Program. It will require strong leadership and 

cooperation among key stakeholders to strengthen the PCA Directorate, enhance trade facilitation, 

adopt and implement a robust human resource policy, develop and implement the required training, 

and ensure legislation meets the needs of the program. 
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By adopting and implementing AEO, Pakistan Customs will have an effective means of managing 

regulatory compliance while maintaining a balance between exercising control, facilitating trade, and 

allowing resources to be diverted to non-compliance. 

 

Until an agreement has been fully reached and coordinated implementation achieved, interim 

measures(such as adequately resourcing and implementing effective entity-based Post Clearance 

Audit, reviewing current risk profiles, reviewing trade compliance, reviewing deployment, reviewing 

tasking of intelligence and investigation staff, and implementing dialogue with stakeholders including 

trade)should be implemented to prevent leakage of revenue, reduce clearance times for imported 

goods, prevent an increase in goods being examined, improve trade facilitation, address the import of 

prohibited goods, and target non-compliance. 

 

Implementation should ideally be achieved within two to three years. This will depend on when 

Pakistan Customs has the facility to give an assurance on entity compliance, as an AEO program 

usually requires a minimum of two to three years’ compliance for an entity to apply. 

 

These proposals will encourage Pakistan Customs to be proactive and adopt a professional approach 

using internationally recognized methods and standards to facilitate compliant trade, thereby 

optimizing collection of revenue and creating a positive impact on Pakistan’s future growth. 
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Annex A: Recommendations and Benefits 
 

Recommendations and Benefits 

No. Recommendation Benefits 

1 It is recommended that Pakistan Customs 

identify the main importers and exporters who 

are responsible for the majority of import 

revenue/export declarations to ascertain 

possible candidates for an AEO program. 

 The entity is likely to have a higher level of 

compliance  

 The entity is likely to have established 

procedures and systems in place 

 The entity is likely to have staff experienced in 

dealing with Customs matters, including existing 

legislation 

 Multi-national entities may have experience with 

AEO or other trade facilitation programs 

 The entity is more likely to participate in a trade 

facilitation program 

2 It is recommended that Pakistan Customs 

ensure that a balance is reached between 

resourcing the AEO program while still exploring 

and implementing other trade facilitation 

initiatives. 

 Customs will be able to provide alternative 

solutions, therefore allowing the trade options 

 Most suitable Customs staff selected 

 Customs staff will increase their level of 

knowledge and expertise in the trade facilitation 

field 

 A decrease in the number of consignments 

examined as trade facilitation measures are 

implemented 

 A reduction in frontier controls and an increase in 

inland controls resulting in a reduction of time for 

the supply chain 

 Trade bodies are more likely to cooperate with 

Customs if Customs is proactive 

3 It is recommended that Pakistan Customs form 

a project implementation team that will devise an 

implementation plan, taking into consideration 

WCO best practice and other countries’ 

experiences. 

 

 Effective and efficient team to drive the project 

 Ensure best practice is adopted and implemented 

 If resourced properly, staff will increase their 

knowledge of trade facilitation/AEO resulting in 

an increased likelihood of success  

4 It is recommended that Pakistan Customs 

perform a SWOT analysis to highlight its 

strengths, weaknesses, opportunities, and 

threats with regard to implementing an AEO 

program. 

 Ensure that weaknesses/threats are identified 

and can be addressed at an early stage of the 

implementation phase 

 Allow Customs to identify and work to its 

strengths 

5 It is recommended that Pakistan Customs 

initiate and continue to maintain dialogue with 

the WCO throughout the implementation 

process. 

 Receive guidance and assistance from the WCO 

 WCO can be used to link Pakistan with other 

countries that have successfully implemented 

AEO 

 Attend WCO forums on AEO and exchange 

experiences / information 

6 It is recommended that the FBR launch a 

communications program to advise and promote 

the AEO program in consultation with 

stakeholders. 

 Encourage stakeholders to be part of the 

implementation process 

 Ensure that the trade is aware of the program, 

including its benefits 

 Highlight that GoP/FBR Senior Management are 

fully supportive of the program 

 Trade bodies are more likely to cooperate with 

Customs if Customs is proactive 

7 It is recommended that Pakistan Customs, at the 

beginning of the AEO program, enter into 

 Concerns/issues are identified at an early stage 

and can be addressed 
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dialogue with other GoP Departments whose 

work may be impacted by an AEO program. 

 Other GoP Departments see the benefits of AEO 

 Other GoP Departments support the initiative 

8 It is recommended that FBR (Pakistan Customs) 

implement an outreach program which will 

socialize the benefits of the AEO program 

through information sheets/brochures and 

awareness seminars. 

 Trade will be fully aware of the benefits 

 Trade will be supportive of the program 

 Trade bodies are more likely to cooperate with 

Customs if Customs is proactive  

9 It is recommended that the Pakistan Customs 

legislation is updated to incorporate the new 

provisions for AEO. 

 Effective legislation to allow implementation of 

AEO 

 Robust legislation to allow Customs officers to 

perform their full range of duties in regard to AEO 

10 It is recommended that the AEO implementation 

team ensure that AEO guidelines are drafted, 

approved, and implemented. 

 Customs staff are fully aware of their roles and 

responsibilities 

 Increased knowledge and professionalism from 

Customs staff 

11 It is recommended that the Project 

Implementation Team initiate early discussions 

with those GoP Departments impacted by AEO, 

so that they can review existing legislation and 

amend, if necessary, to meet the requirements 

of the AEO program. 

 Concerns and issues can be addressed at an 

early stage 

 Existing legislation amended in time, so as not to 

delay the implementation of AEO 

 Robust legislation to allow staff from other GoP 

Departments to perform their full range of duties 

in regard to AEO 

12 It is recommended that staff awareness 

programs are implemented and that those 

directly involved are given adequate training to 

develop their core skill set. A minimum period of 

time in post is also recommended for 

implementation. 

 Customs staff are fully aware of their roles and 

responsibilities 

 Increased knowledge and professionalism from 

Customs staff 

 Continuity in decision-making with increased time 

in post 
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Annex B: Staff Interviewed 
 
Islamabad: The following provided feedback on the status of PCA in Pakistan, PCA staffing 

resources/training, and trade facilitation. 

 Amir Khan Marwat (Director General PCA, Pakistan Customs) 

 Asghar Khan (Director PCA, Pakistan Customs) 

 Ayesha Niaz (Additional Director, Pakistan Customs) 

 

Karachi: The following provided feedback on trade facilitation, trade facilitation programs (e.g., AEO), 

trade education/information programs, and relationships between customs/trade/customs agents. 

 Mr.Muhammad Yahya (Chief Collector Enforcement (South)) 

 Mr. Muhammad Saleem (Collector Appraisement (West) / Director Risk Management Unit 

(RMU)) 

 Dr. Iftikhar Ahmad (Additional Collector Appraisement (West)) 

 Dr. Wasif Ali Memon (Collector Exports) 

 Mr.Javed Ghani (Director Transit) 

 Mr.Wajid Ali (Additional Collector Appraisement East) 

 Mr. InamRahmani (Managing Director, Rahmani Traders) 

 Mr. Amir Rashid (Deputy Collector Training) 

 Dr. Zulfiqar Malik (Director PCA) 

 Mr. Nasir Masroor (Chief Collector Enforcement (South)) 

 Muhammad Idrees (Vice President, Karachi Chamber of Commerce and Industry) 

 Durre Shawar (Member/Secretary Women’s Chamber, Karachi Chamber of Commerce and 

Industry)  

 Uzma Tahir (Market Researcher, Karachi Chamber of Commerce and Industry)  

 Muhammad Ali (Chairman Sales Tax, Karachi Chamber of Commerce and Industry) 

 Iftekhar Ahmed (President, Karachi Customs Agents Association) 

 Yunus Soomro (Customs Agent, Fine Services Ltd. / Former President Karachi Customs 

Agents Association) 

 Mr. Javaid Mansoor (Executive Secretary, National Trade and Transport Facilitation 

Committee) 

 Mr. M. Azam Khan (Director Technical, Department of Plant Protection) 

 Dr. Ehsan-Ul-Haq Khan (Director, Animal Quarantine Department) 
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Annex C: USAID Customs Modernization Handbook-Authorized Economic 
Operators Programs 
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Annex D: Draft Implementation Plan 
 

Implementation AEO: Activity Plan / Roadmap 

Phase / Estimated 

Time frame 
Activity Output Risk 

Management of Risk / 

Responsibility  

Pre-Phase PCA fully staffed and conducting entity audits 

 

 

 

 

 

WeBOC PCA module fully functional and meets 

the requirements of PCA 

Fully functional and effective PCA 

Unit performing entity audits and able 

to give an assurance on entity 

compliance / non-compliance 

 

 

 

 

Fully functional WeBOC PCA module 

used to assist in identifying / planning 

of audits 

Not performing entity 

audits 

Not being able to give 

assurance on 

compliance for entities 

Delay in implementing 

AEO 

 

Not fully functional 

Director General FBR / 

Director General 

Customs / Director Post 

Clearance Audit 

 

 

Director General FBR / 

Director General 

Customs / Director Post 

Clearance Audit/ 

Director Reform and 

Automation (WeBOC) 

Phase 1 

Days 1 – 45  

Establish Project Implementation Team 

-Identify and assign competent Project Manager 

(Full-time) 

- Identify and assign competent Customs 

Managers and Officers who are specialists in: 

 Risk management 

 Human resource management 

 Post clearance audit based controls 

 Policy and procedure development 

 Information technology (WeBOC) 

 Legal and policy advice 

 Public information 

 Front line operational staff should also 

be considered (audit officers) 

- Identify full / part time members 

- Ensure members of the team are allocated to 

their positions for the duration of the project 

- Draft job descriptions for each team member 

including objectives / deliverables 

Project Implementation Team 

established 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

Job descriptions written and approved 

 

Implementation Team 

not established. 

- Identified members not 

released 

 

 

 

 

 

 

 

 

 

 

 

 

 

Draft job descriptions 

not completed 

Initial meeting delayed 

Director General FBR / 

Director General 

Customs to ensure that 

Implementation Team is 

established. 

 

 

 

 

 

 

 

 

 

 

 

 

AEO Project Manager 

 

AEO Project Manager 
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Implementation AEO: Activity Plan / Roadmap 

Phase / Estimated 

Time frame 
Activity Output Risk 

Management of Risk / 

Responsibility  

- Arrange first and subsequent meetings  

- Initiate progress reporting/agree to frequency 

of reports 

 

Communication/Outreach 

Initial press release outlining AEO 

 

Initiate dialogue with WCO 

First meeting arranged 

Progress reporting/frequency agreed 

upon 

 

 

 

Press release issued 

 

Dialogue with WCO initiated 

Delay in appointing AEO 

Project Manager 

 

 

Project implementation 

delayed 

Project implementation 

delayed 

Director General 

Customs 

 

 

 

Director General FBR / 

Director General 

Customs 

Director General FBR / 

Director General 

Customs 

Phase 2 

Days 45 – 80  

Establish an AEO Working Group 

- Identify and assign representatives from 

 Relevant government departments 

 Trade 

 

 

 

Arrange first meeting 

 

 

 

 

Communication/Outreach 

 

Explore possibility of study tour for AEO 

Implementation team 

Explore possibility of WCO visit 

Issue press release on AEO Implementation 

Team / AEO Working Group  

 

AEO Working Group established 

 

 

 

 

 

 

First meeting arranged 

 

 

 

 

 

 

Study tour arranged 

 

Visit by WCO arranged 

Press release issued 

AEO Working Group not 

established 

- lack of response from 

relevant Government 

Departments 

- lack of response from 

trade 

Initial meeting delayed 

 

 

 

 

 

 

Funding, suitable 

country 

 

WCO availability 

Delay in Phase 1 & 2 

 

 

Director General FBR / 

Director General 

Customs to ensure that 

AEO Working Group is 

established 

 

 

Director General FBR / 

Director General 

Customs 

 

 

 

 

 

AEO Project Manager 

 

AEO Project Manager 

Director General 

Customs/ AEO Project 

Manager 

Phase 3 

Days 45 – 80   

Define Project 

- Draft scope of work for the project. This will 

Project defined 

 

Delay in Phase 1 

(responsibility of 

Director General FBR / 

Director General 
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Implementation AEO: Activity Plan / Roadmap 

Phase / Estimated 

Time frame 
Activity Output Risk 

Management of Risk / 

Responsibility  

include: 

 Define the project and direction 

 Explain the importance of the project 

 Name the Project Manager and 

establish their role and responsibilities 

including authority to make decisions 

 Name the implementation members 

and establish their roles and 

responsibilities 

 Establish communication pathways 

- Emphasize support from the project from 

senior management and the importance of the 

private sector in design and implementation of 

the AEO program. 

- Recommend the Directorate that will have 

responsibility for AEO after implementation 

- Propose resource figures to support the 

program 

 

- Propose hardware, etc. for the program  

 

 

 

 

 

 

 

 

 

 

 

Agreement reached on Directorate 

who will have overall responsibility for 

AEO 

Resource figures proposed  

 

Hardware, etc. proposed 

Implementation team) 

 

Delay in draft scope 

being submitted 

 

 

 

 

 

 

 

Non agreement 

 

Lack of resources / 

suitable staff 

Funding 

Customs 

 

 

AEO Project Manager 

 

 

 

 

 

 

 

 

AEO Project Manager 

 

AEO Project Manager 

 

AEO Project Manager 

Phase 4 

Days 80 – 100   

 

Draft Project Implementation Plan 

- This will include each task, person 

responsible, and time to be completed 

- State reporting period in respect of progress 

which will include detailing the work 

accomplished, tasks completed, delays and 

adjustments to the plan 

- Draft submitted to FBR Senior Management 

for comments and approval 

- Final plan published and distributed 

Project Implementation plan drafted Delay in Phase 1 

 

Delay in draft project 

implementation plan 

Director General FBR / 

Director General 

Customs 

AEO Project Manager 

Phase 5 

Days 100 – 150* 

* timeframe is subject to 

Define AEO Requirements 

 

 

AEO requirements defined 

 

 

Delay in defining AEO 

requirements 

 

AEO Project Manager 
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Implementation AEO: Activity Plan / Roadmap 

Phase / Estimated 

Time frame 
Activity Output Risk 

Management of Risk / 

Responsibility  

change for draft 

legislation to be 

reviewed, accepted, and 

approved 

- Define AEO requirements and agree whether 

this is required to be in draft regulations/sub-

legislation / less formal instructions. If required 

through a change in legislation, draft submitted 

for approval – law approved by Parliament or 

decree (this will increase the timeframe) 

- Areas to be included: 

 Regulatory compliance 

 Business records management 

 Financial viability 

 Security 

 Crisis management and incident 

recovery 

 Communications and training 

 

Communication/Outreach 

Issue press release on AEO criteria/ 

requirements 

 

Other  

Government Departments affected by AEO to 

review/amend their current legislation if required 

Legislation reviewed, amendments 

approved, change in legislation 

 

 

 

 

 

 

 

 

 

 

 

 

 

Press release issued 

 

 

Legislation reviewed and amended, if 

required 

Delay in legislation 

being approved 

 

 

 

 

 

 

 

 

 

 

 

 

 

Delay in issuing press 

release 

 

Delay in reviewing/ 

amending legislation 

AEO Project Manager 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

AEO Project Manager 

 

 

AEO Project Manager / 

AEO Working Group 

Phase 6 

Days 100 - 150 

 

Define AEO Benefits 

- Review, research, discuss and agree on the 

benefits that will be implemented in consultation 

with the trade 

- Ensure that the benefits are measureable and 

tangible 

- Discuss the impact of the benefits and if they 

are permitted 

 

Communication/Outreach 

 

AEO Benefits defined 

 

 

 

 

 

 

 

 

 

Press release issued 

Delay in defining 

benefits 

 

 

 

 

 

 

 

 

 

AEO Project Manager 

 

 

 

 

 

 

 

 

 

AEO Project Manager 
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Implementation AEO: Activity Plan / Roadmap 

Phase / Estimated 

Time frame 
Activity Output Risk 

Management of Risk / 

Responsibility  

Issue press release on AEO benefits Delay in issuing press 

release 

Phase 7 

Days 150 - 180 

Design AEO Application Process 

- Design application form 

- Draft detailed instructions on how to complete 

- Include transparent procedures to review, 

verify, and approve applications 

- Draft procedures for rejecting applications 

- Draft procedures for removing/suspending 

AEOs from the program 

- Design AEO certificate 

AEO Application Process designed Delay in designing 

application process 

AEO Project Manager 

Phase 8 

Days 180 – 220  

 

Recruit /Train Customs Officers in AEO/ 

Supply Chain Security 

- Identify staff to be involved in AEO program 

- Identify if a recruitment process is required 

- Provide adequate training to those involved in 

the AEO program 

Customs Officers recruited/trained Delay in recruiting 

 

Delay in training 

 

Delay to pilot phase/ 

implementation 

AEO Project Manager / 

Human Resource  

AEO Project Manager / 

Training Directorate 

AEO Project Manager 

 

Phase 9 

Days 220 – 260  

 

Announce and Promote AEO Initiative 

- Initiate outreach campaign with FBR press 

office 

 Within Customs and Government 

Departments 

 Trade Community and General Public 

 Other National Customs 

Administrations 

 

Communication/Outreach 

Issue Press Release  

Publicize awareness seminars for trade 

community and general public 

 

Other 

Awareness seminars for Customs staff 

AEO initiative announced and 

promoted 

 

 

 

 

 

 

 

Press release issued 

Awareness seminars delivered 

 

 

 

Awareness seminars delivered 

 

Awareness seminars delivered 

Delay in Phases 1-8 

 

 

 

 

 

 

 

 

Press release not issued 

Awareness seminars not 

delivered 

 

 

Awareness seminars not 

delivered 

Awareness seminars not 

Director General FBR / 

Director General 

Customs 

AEO Project Manager 

 

 

 

 

 

AEO Project Manager 

 

AEO Project Manager 

 

 

AEO Project Manager / 

Training Directorate 

AEO Project Manager / 
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Implementation AEO: Activity Plan / Roadmap 

Phase / Estimated 

Time frame 
Activity Output Risk 

Management of Risk / 

Responsibility  

 

Awareness seminars for other Government 

Departments 

Initiate contact with other Customs 

Administration regarding mutual recognition 

 

PCA and AEO Implementation Team 

Select entities for pilot phase 

 

Discussions initiated on possible 

mutual recognition 

 

 

 

Entities selected 

delivered 

Delay in discussions 

 

 

 

 

Lack of interest 

Entities unwilling to 

participate 

Lack of suitable 

candidates regarding 

compliance 

Training Directorate 

AEO Project Manager 

 

 

 

AEO Project Manager 

/PCA 

Phase 10 

Days 1 - 180 

 

AEO Pilot Implementation 

 

 

Communication/Outreach 

Issue press release regarding AEO pilot 

initiative and those entities participating 

Pilot implemented 

 

 

 

Press release issued 

Delay in Phases 1-9 

 

 

 

See Phase 9 – PCA and 

AEO Implementation 

Team 

Director General FBR / 

Director General 

Customs 

AEO Project Manager 

 

AEO Project Manager 

Phase 11 

*subject to successful 

pilot phase 

AEO implementation 

 

 

Communication/Outreach 

Issue press release regarding AEO pilot 

initiative and those entities participating 

AEO implemented  Delay in Phases 1-10 Director General FBR / 

Director General 

Customs 

AEO Project Manager 
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Annex E: Example of AEO Self-Assessment Questionnaire 
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Annex F: Example of AEO Application Form 
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